Prime Central London property market hit by wealth exodus after non-dom tax abolition
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The Prime Central London property market is facing its most anxious period in over a decade. According to London property broker Black Brick, the principal source of unease stems from the departure of wealthy elites following the abolition of the non-dom tax regime in April. This policy change, which ended the tax privileges many affluent foreign residents enjoyed, has triggered a significant decline in high-end property prices, unsettling buyers and sellers alike. The market is grappling with uncertainty as buyers cautiously navigate falling prices, concerned about how far values may continue to drop.
Camilla Dell, managing partner at Black Brick, observes that while the tax changes may deter some who are considering leaving, those who have already relocated are unlikely to return unless circumstances elsewhere deteriorate sharply. She notes that relocation is an onerous and costly decision, not taken lightly. Black Brick’s clients at the top of the market understand that the current environment favours buyers, yet nervousness remains palpable about the trajectory of further price falls. Data from Knight Frank underscores this shift, with a 14% year-on-year drop in £5 million-plus sales in central London and a resultant £401 million gap in Stamp Duty revenue in the year to May. Transaction volumes today stand 36% below May 2024 levels, with fewer homes under offer, indicating a marketplace paused amid uncertainty.
The wider economic and fiscal landscape is crucial to understanding these developments. The abolition of the non-dom regime eliminated the ability for foreign residents to shield their worldwide income from UK taxation after a limited period. Additional inheritance tax rules now apply to global assets of UK residents after ten years, prompting many to reconsider their ties to Britain. This has resulted in an exodus of high-net-worth individuals, with recent research showing the UK will see a net loss of 16,500 millionaires in 2025—the largest recorded outflow since such tracking began. The impact extends beyond property sales; the UK risks losing up to £33.8 billion in tax revenues over five years and the broader economic benefits and investments these individuals bring with them. Other countries, like Italy, have capitalised on this opportunity by offering more favourable tax terms, attracting wealthy migrants away from the UK.
The changes are reshaping buyer demographics markedly. With international demand waning, domestically based buyers—particularly well-heeled families from outer London—are stepping into the breach, snapping up properties in neighborhoods once dominated by global elites. Estate agents report that prime properties in areas such as Belgravia, Kensington, and Knightsbridge are selling at substantially reduced rates, sometimes below £2,000 per square foot. Properties linger 50% longer on the market, and price cuts averaging 5% have shifted the balance towards buyers. Private data indicates a 7% decline in prime property sales and a 13% drop in new buyer registrations compared to the previous year, underscoring the market’s recalibration.
The price declines in some prime boroughs have been stark. Kensington and Chelsea, the epicentre of London luxury real estate, has seen average prices fall to their lowest since 2013. In March 2025, the typical home in the area was valued at £1.19 million—a 15.1% year-on-year decline—marking the 30th consecutive month of falling prices. Other affluent boroughs like Westminster and Hammersmith & Fulham have experienced similar downturns. These declines are attributed not only to tax policy shifts but also to Brexit-related uncertainties, higher property taxes, and rising interest rates. While the broader UK housing market recorded a 6.4% annual rise, prime central London’s property values are down more than 21% since their peak in 2014, with some forecasts predicting further declines this year.
Despite these headwinds, there are signs of resilience and renewed interest. Falling prices and rents have attracted investors back to the London market, with gross yields of around 5% providing an attractive alternative to safer but less lucrative options like savings bonds. Tom Kain of Black Brick highlights that this yield, while modest, is coupled with hopes of future capital growth. Notably, some neighbourhoods such as South Kensington and parts of the West End (including Fitzrovia, Bloomsbury, and Soho) are showing tentative price recovery after a long slump.
Complicating the scene is the impact of high borrowing costs, inflationary pressures, and the lasting effects of recent tax hikes on second homes and capital gains introduced since 2014. These factors have tightened affordability and financing conditions, putting downward pressure on prices. Moreover, the new Labour government’s tax reforms have removed certain benefits for non-domiciled residents, further shrinking the pool of ultra-wealthy buyers and compelling some sellers to lower asking prices to secure deals. Yet demand from American and Middle Eastern buyers, who are not subject to non-dom restrictions, remains a bright spot and contributes to market dynamism.
London’s prime property market now also reflects the behaviour of cautious owner-occupiers who, despite having the means to purchase, opt to rent while monitoring market signals. This cautious approach is bolstered by the expectation that prices may fall further before stabilising, manifesting a wait-and-see attitude that prolongs time properties spend on the market.
Against a backdrop of broader global economic uncertainty, London prime property retains some appeal as a traditional asset class perceived as a safe haven, especially amid stock market volatility and geopolitical tensions. The weakened pound has made prime London property comparatively attractive to foreign buyers, potentially bolstering long-term demand. However, financial experts stress that while it offers stability, all safe havens carry risks, and potential investors should consider comprehensive financial planning.
In sum, Prime Central London is undergoing a period of significant adjustment driven by fiscal policy changes, shifting buyer profiles, and economic pressures. While the departure of wealthy international residents has cast a shadow over the market, new domestic buyers and selective foreign investors are beginning to seize opportunities created by lower prices. The ultimate shape of the market will depend heavily on government tax policy, economic conditions, and the city’s ability to maintain its historic allure as a global hub for the wealthy.
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